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be representative and fair in order to
be most effective.

§631.31 Monitoring and oversight.

The Governor is responsible for moni-
toring and oversight of all State and
substate grantee activities under this
part. In such monitoring and oversight
of substate grantees, the Governor
shall ensure that expenditures and ac-
tivities are in accordance with the sub-
state plan or modification thereof, and
with the cost limitations described in
§631.14 of this part.

§631.32 Allocation of funds
Governor.

Of the funds allotted to the Governor
by the Secretary under §§631.11 and
631.12 of this part:

(a) The Governor shall issue alloca-
tions to substate grantees, the sum of
which shall be no less than 50 percent
of the State’s allotment (section
302(d)).

(b)(1) The Governor shall prescribe
the formula to be used in issuing sub-
state allocations required under para-
graph (a) of this section to substate
grantees.

(2) The formula prescribed pursuant
to paragraph (b)(1) of this section shall
utilize the most appropriate informa-
tion available to the Governor. In pre-
scribing the formula, the Governor
shall include (but need not be limited
to) the following information:

(i) Insured unemployment data;

(ii) Unemployment concentrations;

(iii) Plant closing and mass layoff
data;

(iv) Declining industries data;

(v) Farmer-rancher economic hard-
ship data; and

(vi) Long-term unemployment data.

(3) The Governor may allow for an
appropriate weight for each of the for-
mula factors set forth in paragraph
(b)(2) of this section. A weight of zero
for any of the factors required in sec-
tion 302(d) of the Act and identified in
paragraph (b)(2) of this section shall
only be made when a review of avail-
able data indicates that the factor is
not relevant to determining the inci-
dence of need for worker dislocation
assistance within the State. The for-
mula may be amended no more fre-
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quently than once each program year
(section 302(d)).

(c) The Governor may reserve an
amount equal to not more than 40 per-
cent of the funds allotted to the State
under §631.11 and §631.12 of this part for
State activities and for discretionary
allocations to substate grantees (sec-
tion 302(c)(1)).

(d) The Governor may reserve an ad-
ditional amount equal to not more
than 10 percent of the funds allotted to
the State under §631.11 of this part.
The Governor shall allocate such funds,
subject to the SJTCC or HRIC review
and comment, during the first three
quarters of the program year among
substate grantees on the basis of need.
Such funds shall be allocated to sub-
state grantees and shall not be used for
statewide activities. Such funds shall
be included in each substate grantee’s
allocation for purposes of cost limita-
tions, as described in §631.14 of this
part (sections 302(c)(2) and 317(1)(B)).

§631.33 State procedures for identi-
fying funds subject to mandatory
Federal reallotment.

The Governor shall establish proce-
dures to assure the equitable identi-
fication of funds required to be reallot-
ted pursuant to section 303(b) of the
Act. Funds so identified may be funds
reserved by the State pursuant to sec-
tion 302(c)(1)(A) through (D) of the Act
and/or allocated to substate grantees
pursuant to section 302(c)(1)(E), (¢)(2)
and/or (d) of the Act (section 303(d)).
Such procedures may not exempt ei-
ther State or substate funds from real-
lotment.

§631.34 Designation of substate areas.

(a) The Governor, after receiving rec-
ommendations from the SJTCC or
HRIC, shall designate substate areas
for the State (section 312(a)).

(b) In designating substate areas, the
Governor shall:

(1) Ensure that each service delivery
area within the State is included with-
in a substate area and that no SDA is
divided among two or more substate
areas; and

(2) Consider the availability of serv-
ices throughout the State, the capa-
bility to coordinate the delivery of
services with other human services and
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economic development programs, and
the geographic boundaries of labor
market areas within the State.

(c) Subject to paragraph (b) of this
section, the Governor shall designate
as a substate area:

(1) Any single SDA that has a popu-
lation of 200,000 or more;

(2) Any two or more contiguous
SDA’s that:

(i) In the aggregate have a population
of 200,000 or more; and

(ii) Request such designation; and

(3) Any concentrated employment
program grantee for a rural area as de-
scribed in section 101(a)(4)(A)(iii) of the
Act.

(d) In addition to the entities identi-
fied in paragraph (c) of this section, the
Governor may, without regard to the
200,000 population requirement, des-
ignate SDAs with smaller populations
as substate areas.

(e) The Governor may deny a request
for substate area designation from a
consortium of two or more SDAs that
meets the requirements of paragraph
(c)(2) of this section only upon a deter-
mination that the request is not con-
sistent with the effective delivery of
services to eligible dislocated workers
in the relevant labor market area, or
would otherwise not be appropriate to
carry out the purposes of title III. The
Governor will give good faith consider-
ation to all such requests by a consor-
tium of SDAs to be a substate area. In
denying a consortium’s request for sub-
state area designation, the Governor
shall set forth the basis and rationale
for the denial (section 312(a)(b)).

(f) In the case where the service de-
livery area is the State, the entire
State shall be designated as a single
substate area.

(2)(1) Entities described in para-
graphs (¢)(1) and (3) of this section may
appeal the Governor’s denial of sub-
state area designation to the Secretary
of Labor. The procedures that apply to
such appeals shall be those set forth at
§628.405(g) for appeals of the Governor’s
denial of SDA designation.

(2) An entity described in paragraph
(c)(2) of this section that has been de-
nied substate area designation may
utilize the State-level grievance proce-
dures required by section 144(a) of the
Act and subpart E of part 627 of this
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chapter for the resolution of disputes
arising from such a denial.

(h) Designation of substate areas
shall not be revised more frequently
than once every two years. All such
designations must be completed no
later than four months prior to the be-
ginning of any program year (section
312(a)(6)).

§631.35 Designation of substate grant-
ees.

The Governor may establish proce-
dures for the designation of substate
grantees.

(a) Designation of the substate grant-
ee for each substate area shall be made
on a biennial basis.

(b) Entities eligible for designation
as substate grantees include:

(1) Private industry councils in the
substate area;

(2) Service delivery area grant recipi-
ents or administrative entities des-
ignated under Title II of the Act;

(3) Private non-profit organizations;

(4) Units of general local government
in the substate area, or agencies there-
of;

() Local offices of State agencies;
and

(6) Other public agencies, such as
community colleges and area voca-
tional schools.

(c) Substate grantees shall be des-
ignated in accordance with an agree-
ment among the Governor, the local
elected official or officials of such area,
and the private industry council or
councils of such area. Whenever a sub-
state area is represented by more than
one such official or council, the respec-
tive officials and councils shall each
designate representatives, in accord-
ance with procedures established by
the Governor (after consultation with
the SJTCC or HRIC), to negotiate such
agreement.

(d) The agreement specified in para-
graph (c) of this section shall set forth
the conditions, considerations, and
other factors related to the selection of
substate grantees in accordance with
section 312(b) of the Act.

(e) The Governor shall negotiate in
good faith with the parties identified in
paragraph (c¢) of this section and shall
make a good faith effort to reach
agreement. In the event agreement
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